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On June 4, the Mexican government confirmed the details of a $7 million loan by Bancomer to Chile
for financing repairs on that country's subway system. Government spokespersons said the loan will
be disbursed in two installments, one for $6 million and another of $1 million. The $6 million loan
will be amortized in 11 semi-annual installments, with the first installment effective two years after
disbursement. The terms of the loan include an interest rate of 2.25% over the LIBOR (London inter-
banking lending rate). The interest rate on the second portion of the loan is 1.25% over the LIBOR,
plus a service commission of 0.25%. Diplomatic, financial and trade ties between Mexico and Chile
were suspended in 1974, one year after the military deposed President Salvador Allende. Economic
analysts say the loan signals the "beginning of a thaw" in relations between the two nations. Since
1974, Chile has experienced great difficulty in obtaining foreign credit, primarily because Gen.
Augusto Pinochet's military government has been condemned in nearly all international forums.
The lion's share of loans granted to Chile since the coup have derived from the International
Monetary Fund, World Bank, the US and South Africa. Santiago's subway system company is
currently being transferred to private ownership. Repayment of the loan has been guaranteed by
the government, but the new owners of the subway company will assume the loan. (Basic data from
Excelsior, 06/04/88)
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